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CITY OF SANTA BARBARA

COUNCIL AGENDA REPORT

AGENDA DATE: June 24, 2008

TO: Mayor and Councilmembers

FROM: Administration Division. Finance Depadment

SUBJECT: Telecommunications Utility Users Tax Ballot Measure

RECOMMENDATION:

That Council provide staff with final direction on the proposed telecomniur,ications utility
users tax ballot measure including the draft utility tax ordinance, the proposed tax rate
and the proposed ballot language

EXECUTIVE SUMMARY:

Since early February. 200S, the City has bean considering placing a measure on the
November, 2006 asking the voters to reauthorize the City’s 6% telecommunications utility
users tax. The City Council held a public work session on February 21, 2008 to consider
this subject. Since that time, the matler has been reviewed by both the Finance Committee
and the Ordinance Committee. We are now at the point in time where decisions must be
made whether to proceed with the ballot measure and, if so, on the form of the ordinance
and ballot language to be submitted to the voters as wall as the tax rate. Staff is
recommending that City Council make decisions and provide staff with Final direction on
each of these issues- If Council decides to proceed with the ballot measure! Staff will
return on July 1st for formal Council approval of the finalized elections resolutions and the
drafi ordinance to be submitted to the voters. This would constitute a “special election for
the City, however, the City’s ballot measure can be consolidated with the general and
federal to be conducted the Santa Barbara County Elections Offica

BACKGROUND:

Since 1970 the City has received revenue from a utility users tax (UIJT). Halt of the UUT
revenue is used to fund critical General Fund services including police and fire services,
parks maintenance and recreation activities. In accordance with a City Council ordinance
adopted in 1977! the other fifty percent is used to fund the reconstruction, maintenance
and repair of city streets. Public safety, parks and recreation activities and the safety and
the quality of our streets are all dependent on the UUT.
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The City’s UUT is a general 6% tax levied on utility sen’ices including water, electric,
natural gas, refuse, cable television and telephone. The UUT is one of the City’s largest
revenue sources, providing over $13 million annually. As stated above, the revenue is
split evenly between the City’s General Fund and the Streets Fund providing significant
resources (over $6.5 million) to each. The following table summarizes the City’s total
UUT revenue for Fiscal Year 2007.

Utility Service Amount
Electric $ 4,198.045
Telecommunications 3,879,244
Waler i 497.264
Natural Gas 1 336 51S
cable TV 1.255,510
Trasr 966,310
Total S 13,132,851

The following table shows how the City’s current telecommunications UUT, estimated to
be almost $4.2 million in fiscal year 2009 is allocated in the Fiscal Year 2009 budget to
be adopted on June 24th•

ksiount Percent

Streets Fund $2,200,000 50%

General Fund

Administration 329.804 7%

community Development 234,188 5%

Library 92,330 2%

Parks & Recreation 312.233 7%

Public Salety I .050,243 25%

Public Works 143.202 3%

Total General Fund $ 2,200.000 50%

Total Telecommunications UUT $4,400,000 100%

Unfortunately, due to rapidly changing telecommunications technology and recant
developments in the legal and regulatory environments, the City’s UUT revenue derived
from telecommunications services (telephone) is now possibly at risk. As the table
above indicates, the telecommunications UUT is the City’s second largest source of
UUT, providing almost $3.9 million in Fiscal Year 2007.

Santa Barbara is similar to more than 100 California cities which lund local programs
and services with a UUT. Typically, a UUT is levied on each user of a utility (e.g.
telephone, electricity, gas, water, or video services) within an agency’s boundaries.
Most UUT ordinances in California date from a model ordinance developed by the
League of California Cities in the 1970s after negotiations with the major utilities
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Users Tax Ballot Measure

‘nended to standardize coHectior, arid to ease the administrative burden For utility
companies. Since that time however, communication technology has changed
dramatically with the demise of telegrams and the rise of cell phones internet
communications, satellite cornniunication and other communication media, as well as
the advent of fixed-fee calling plans and other marketing trends that simplify hilling and
reduce costs. Meanwhile, UUT ordinances have not kept pace with rapidly evolving
technology because modernization of tax ordinances has been made more difficult by
the voter-approval requirements of Propositions 13(1978) and 218(1 996). This growing
gap between lglOs ordinances and a rapidly changinu marl(etplace has fueled a
nu’ter cf legal ar paci: dial enges t it lity nets :axes Or tE ep’ony.
Corsecuertl’i, ovef the b rvD years more J-ai tweflty CaILlDTia tties wt a
e eccnmLncaIrs LUT have sotsit and reDo vod voter app’val of a mcsem
:e ecommLn cat ons ‘uLT. Tie is: o tneso cilies s iiclr.de: as Atlactreil 3. Vcter
appcval ncw recu ret by Frcpositicr 213 Mt Xl.I(C) arc D ot Il-e s:a:e
corstitjt oi as aprovec by the voters n 996

reteeice :o the FEE ex
standardize Pieir b.ll ng
COJVS, covered mary
of flies nd exempriers
nary c ties and couit.es.

empion n OCC ordinances al owes the pto’e comsan es to
retooIogy ajcss te r var os service areas (wiicb. of

aid coirties; and this to orly have to dea; witi oie set
ii t’e.r Ml irç tract ces cesp te cwvidiqg pnone sevice to
Hcw€e .n Vay 2C6. fol ow ng a ntrber o’ federal coul

dec s oqs adverse to the IRS- te RS a’-ro-j-’cec it wotld ‘o Ioreer collect The FET cn
e esnone call charoes ro: tased or t me and distarco. Secajse ‘,cs: 0’ the Califom a
uLT crdi.ances, ncljdirz Sara 5artara 5, ci:e he FET. scrre cariers row arcie tat

oval agencies UUT f tn.ie, th 5 weLd
silDe charges for aI’nos: al telechone
based on time only, regardless of the

A number of California cities have amended their UUT ordinances to clarify that they did
not wish to adopt the IRS! new practice, but rather intended to continue to impose their
UUT as it bad historically been imposed (i.e. on charges based on time or distance)
Lawsuits challenging the right of local taxing authorities to clarity their ordinances
without voter approval, or to continue to collect this revenue without an amendment, are
now pending at the Superior Court level against the County and City of Los Angeles, the
City of Sacramento and the City of Long Beach. Consequently, a number of cities have
opted to seek voter approval of modernized and clarified ordinances in order to prevent
this sort of challenge.

The Federal Excise Tax Issue: yost UUT o’c nance& ircftadi ‘he City s, are cased
oq tie oc LeagLe of CaI’oma C ties rodel orc narce and excILe fcm the :ax case
payments fo servces exem# fron o- not sbjec: :c tie rede.aI Exc Se Tax (FET)
For many years. the Internal Revenue Service (IRS) imposed the FET on most
telephone charges, including charges based on either time or distance This cross-

The RS p1 isy shame asplies to Ca torn a
vdialty slim nate LUT revenLe cn to Oshony.
plans today, especially for cellular plans, are
distance between the two phones served by a call
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Technological Change: It is also Ukely that older technologies (e.g., landlines) will
continue to be replaced by newer technologies. Indeed, some predict that web-based
communications, like voice-over-the-internet protocol (VoIP) telephony as offered, for
example, by Vonage, will take over a significant portion of the market in the next
decade, perhaps even overtaking cellular telephony. Therefore, as technology
continues to evolve, Pocal agencies can expect continuing challenges to UUT
ordinances dating from the League’s 1970s now outdated model ordinance. Such
challenges could have adverse consequences because failure to tax newer
technologies would result in a substantial reduction in revenue for local services and
create an inequitable situation where those who can afford to adopt newer technologies
are not taxed while only those who cannot continue to be taxed. Similarly, the
convergence of voice, data, video, and other services also poses challenges for the
application of older UUT to new service plans offered by so-called “triple play” providers.
These technological ssues can be addressed by voter approval of an updated UUT
ordinance as well.

Santa Barbara’s current UUT ordinance also taxes only “cable TV’ service, with this
portion of the UUT collected for the City by our local cable franchisee from its customer
base. This provision, however, has become somewhat outdated as state law was
changed in 2007 so that cable companies and P-TV companies (AT&T and Verizon)
can now receive state-issued franchises and need not obtain a local franchise. In this
regard, it is also important to note that, under federal law, direct broadcast satellite
video services (DirectTV and Dish Network) are exempt from local utility taxes. As a
result, it is apparent that the City should update its UUT provisions for cable TV and
convert it into a video UUT tax so that the tax applies to the broader and newer
technological concept of ‘video services” and without regard to the existence of a local
franchise. Again, such a change would be merely a technological clarification and, more
importantly, would create a level playing field for eli video” customers and providers.

Unless Santa Barbara addresses these concerns, the City is at risk of losing virtually all
of its telephone UUT revenue — revenue currently dedicated to essential services such
as police, fire, park maintenance, recreation programs and street maintenance.

DISCUSSION:

On February 21, 2008, the City Council held a work session on the potential risks to the
City’s telecommunications utility users tax (UUT). At the work session staff:

• Provided background information — what is the utility users tax?

• Explained the potentia’ exposure - why is the city at risk of osing virtually all of its
$3.8 million in telecommunications Utility Users Tax?

• Described services at risk — what services might be affected by the loss of this
revenue?

• Presented options — what can the City do?

• Discussed next steps and timelines for policy decisions and seek general
direction on how to proceed.
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Proposed that following the Council work session staff woujd work with the
Ordinance and Finance Committees to craft recornr,iendations.

The Council expressed an interest in placing a revised JUT ordinance as a ballot measure
beIor the voters in November, 2008 to update tie City’s teecommuriications UUT
ordinance. Doing so would protect against potential legs’ and regulatory nsks to this critical
revenue source as well as updating the ordinance’s I 970s language to reflect rapidly
changing telecommunications technology. The City’s teFecommun’caions UUT tax- in
place since the 1970s, provides approximately $4 million oF critical revenue with G%
siasoflrg he City’s siren trorrams ard the ofl-et 50% s çort essenlial Gene’a
uid salvces sri as pelce. fire pas aid rereal.or aid ta iDar

As a rest of lie wcix sessioq. he Cojqrj dtecle me Qiiare Comtlee to review a
moderi drafi t&eccqr-Ln t:c-s UU trodel oti,arce he Cost I also diect The
Fviance Corwnijee :c rev ew te fi,aida -Tavls of boTh Fe j:ertial ss 0’ tiPS critica
reveije suce as w4 as of rncden zinc the odiianve laguae to e,sjre tie tax is
lecibgy-neutral, s xsii- to keec 2CO wl” rapid y chariig ledro ogy and
recoqi zes tie ‘-a’ket s sti ft to ixed-’ee ca! mc plars aid die, niarel nq trerzs tat
simDl ‘y bill rig an redtce costs.

Dc narce Ccmmiee ‘The Ordfraise Corittee iet tree lfres 0 coiside the draft
model ordinance anguage. The draft model ordinance is essentially the same
ordinarce that has beer acpoved n the last two years by 9€ vote of ore mar 20
oIler Ca fornia LC c ties.

The Qrdiiance Corrrit-ee condicted a ceta led review of he arc nalce angage arc
ecJes:e ole suicstar:rve rmodif cat Di: Fiat the draft ordinance be amarced te rra<e it

express y clear the: the Dry does rot propose to levy he UUT or te ecammuricat Dr
serv ces hat are dedicatec to. o jsed excljsivey For. irtemet acDess. Atogh edefa
law aready cti’tr:Iy prac tides 11w City f-cm taxirg Internet actess. the Cemmittee
wanted to specifisa ly aid c early e’dtce litenet access rom the tax even it, in The
‘uum. federal law c’anges :D allow such a tax.

addbcn, at The recies: of The C tv’s cab e TV farich see Ccx Co”.ruiicators. :qe
Ordinance Commillee asked Stall 10 meet with Ccx to discuss how the modal ordinance
might impact Cox with respect to the services Ccx currentiy provides or to those
services which Cox may provide in the future. As requested by the Committee, stall met
with Cox Communications representatives to discuss some of the concerns expressed
by Cox, pahicularly with regard to the definitions section. Local Cox represenlatives as
well as representatives from CDX corporate offices in Atlanta participated in a
conterence call with City staff and the City’s consulting atlorney on UUT issues, Don
Maynor. Although it is probably fair to say that Cox would have preferred different
anguage in some podions of the ordinance’s detinitions section, in the end staff
believes Cox understood that, as a tax ordinance and not a regulatory ordinance, these
definitions were fairly standard and ones that have been agreed upon and adopted
within the State of California and, indeed! across the country as part of the Streamlined
Sales and Use Tax Agreement being negotiated on a national level.
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At its final meeting on the matter, the Ordinance Committee voted unanimously to
recommend the draft ordinance that is attached to this agenda report (dated as of
June 24, 2008). As proposed and if approved by the voters the ordinance would repeal
the old provisions of the City’s 1g77 UUT Ordinance (SBMC Chapter 4.24) related to
telephone and cable TV services and replace them with a new Telecommunications”

Chapter (SBMC 4.26) structured as a general tax.. As a general tax, under Prop 218,
majority approval by the City electorate is required.

Finance Committee: As requested by Council, the Finance Committee to reviewed the
financial impacts of the potential loss of this critical revenue source and rnodemizing the
ordinance language to ensure that the tax is applied equally to all technologies, continues
to keep pace with rapidly changing technology and recognizes the market’s shift to fixed-
fee calling plans and other marketing trends that simplify billing and reduce costs.

At the Councils February 21 work session, Don Maynor, the Cits consulting attorney on
the utility users tax, stated that although there is still no empirical evidence to be able to
draw a conclusion with certainty, the adoption of a modern telecommunications UUT
ordinance could result in a revenue increase of up to 10%. This is because the modem
ordinance covers certain technologies and transactions that are not covered by the Citys
current 1g70’s ordFnance. For example, a modem ordinance will cover VoIP (Voice over
Internet Protocol) telephone services such as Vonage which is not covered by our current
ordinance. Also, the Citys current telecommunications UUT ordinance taxes intrastate
calls but not interstate or international calls. The modem ordinance being proposed covers
all calls. It is this broadening of the base’ that could produce a revenue increase. The
value of a one percent increase is approximately $38,800. There is, however! no way to be
sure that the revenue increase of adopting a modem ordinance will approach the 10%
level. Based on Santa Barbaras specific situation, a more conservative position may be to
assume a revenue increase from an updated ordinance of no more than 5%.

Based on this information, and with a goal of revenue neutrality the Finance Committee
focused on a recommendation to lower the 6% rate. After evaluating potential rates at
5.75% and 5.50%, the Committee voted unanimously to recommend that Council adopt a
5.75% rate on the proposed model ordinance.

Public ODinion Research Survey: The City recently conducted a resident opinion survey to
gauge voter perception and support for the UUT ballot measure under consideration for
the November 4, 2008 election. With the potential loss of UUT revenues it was important
to conduct the survey. We now have a better perspective on our community’s
understanding of this essential revenue source. It is clear that voter support increases
when voters receive more information about the UUT and the fact that the funds are used
for essential government services. These considerations have been incorporated into the
recommended ballot statement.

The UUT Modemization Survey was conducted by Fairbank, Maslin, Maullin and
Associates June 8-11, 2008. The survey canvassed 500 registered voters in the City of
Santa Barbara. Attachment 3 is a summary of the results.
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In summary, the survey revealed that:

By informing Santa Barbara residents that the City’s uti’ity users tax provides
‘tndhg for essw*aI Chj roan’s and sences. sich as zolice ‘iretghrs ar
yoit’ ga,g revenIicn pcaf. sjDpcd forte measure irreases s4n cantIy

• Rejjrg tie LUT tax a:e rnargi,aly icreases su:poq ‘or a San:a 3arDara JUT
calhDt reasue

• A recjcior measjre poc teS strategic advaitage that are wcrln cors cer ng

• Sjrvey response to JUT Dallot measure components demonstrates that providing
more iriforniation about the individual elements of the measure increases
uiderstandii aM sippor.

• Saga Barbara voes oarc (Fe state budge: sefc: ar the irnact at s:a(e ‘Lnd ra
ocal services to be top concerns

• Vc:ers oocse cut nq ‘trici% for pu safety services arc pogrars :c save
alre’asIe 1mze-s of the comiijrity

Overall, the City of Santa Ba’bara las the teasibility to pass a UUT ballot measure.
However, because ULT ballot measures are more complex than traditional tinance
measures, such as a sales tax or bond, it is crucia to educate residents as to why this
measure needs to be approved by the voters.

Representatives from Fairbar’k, Maslin, Maullin and Associates will be a the City
Council meeting on June 24, 2008 to brief the Council on the findings.

Next Steos

It Council desires to proceed with placing the revised Telecommunications UUT ordinance
before the voters this November, Anal actions need to be completed at the Council’s July
i’ meeting in order to meet the County Elections deadlines for agendizing this request for
consolidation with the November State and Federal Election. In order to return next week
with the final actions and documents, staff is recommending that Council give staff final
direction at todays meeting on the following three items:

1. The draft TeIemmunications UUT Ordinance

2. The tax rate to be placed on the ballot

3. The proposed Election Resolution.

staff as iactiec a oral ot tie recessary City CDo-ic-l eleicr row Lion At!acFn,ent 2)
wi-ic-n coqta rs sqqesed arcuage ‘or he ac*aal ba] cc statemeit ID DB sbm tec to the
vo:ers- ‘Jrce Fropos on 21 S. ii cree’ :0 place te coposed new LiT ortinarce cetore
tie voters n November o’ this year. the Ocinc I s rescution rus: rta r ar eirergelcy
dec aralon arc oe adostec by a aincLs vote o tie Cojici oder to al ow te voters
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to consider this ordinance at a non-regular (Le, an even year election) City election. This
resolution will be submitted to the Council for adoption in final form on July 1, 2008.

With Councils preliminary appmval of these items and direction to proceed, staff
proposes to return to the City Council on July 1, 2008 with recommendations to:

Adopt Resolution Calling and Giving Notice of the Holding of a Special Municipal
Election to Be Held on November 4. 2008, with the Presidential General Election to
be held on that data Pursuant to Section 10403 of the Ejections Code and declaring
a Prop 218 Emergency and Requesting an Elections Code § 9212 report

Adopt Resolution Requesting the Board of Supervisors of the County of Santa
Barbara to Consolidate a Special Municipal Election to Be Herd on November 4,
2008, with the State and Presidential General Election to be held on that date
Pursuant to Section 10403 of the Elections Code.

• Adopt Resolution Directing City Attorney to Prepare Impartial Analysis of the
Measure to be placed on the ballot for the November 4, 2008 Special Municipal
Election of the City of Santa Barbara.

• Determine if rebuttal arguments will be permitted and, if so, adopt Resolution
Providing for the filing of rebuttal arguments for City measures submitted at
Municipal Elections.

ATTACHMENTS:

1. Draft Telecommunications Utility Tax Ordinance dated June 24, 2008

2. Draft Election Resolution with draft ballot statement

3. Memo Dated June 18, 2008 from Fairbank, Maslin, Maullin & Associates
on Results of Voter Opinion Research Survey

4. List of California City UUT Ballot Measures

SUBMITTED BY: Robert D. Peirson, Finance Director

APPROVED BY: City Administrator’s Office
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AN ORDINANCE OF THE CITY OF SANTA BARBARA ADDING CHAPTER
MUNICIPAL CODE RECARDING A TELECOMMUNICATION AND VIDEO
MODERNIZATION ORDINANCE.

4.26 TO THE SANTA BARBARA
USERS TAX REDUCTION AND

THE PEOPLE OP THE CITY OF SANTA BARBARA DO ORDAIN AS FOLLOwS:

SECTION ONE: Title Four of the Santa sarbara Municipal code is
to add a new chapter to the Municipal code, Chapter 4.26 entitled
Telecommunications and video users’ Tax Reduction and Modernization
it shall read as follows:

section 4.26.010 Ordinance Title.

This Chapter shall be known as the Telecommunication and video
and Modernization ordinance’ of the city of Santa Barbara.

Section 4.26.020 Definitions.

hereby amended

Ordinance) and

u5ers’ Tax Reduction

The followin9 words and phrases whenever used in this chapter shall be construed as
defined in this section.

1. conference
more participan
of a telephone
telecommunicati

brid ing service which means an ancillary servi
ts o an audio or video conference call and may
number, conference bridging service does not inc
ons services used to reach the conference bridge

Ce that links two or
include the provision
lude the

2. Detailed telecommunications billing servi ce’ which means an ancillary service of
separately stating information pertaining to individual calls On a customer’s
billing statement.

3. Directory assistance which means an ancillary service of providing telephone
number information, and/or address information.

4. vertical service which means an ancillary service that is offered in connection
with one or more telecommunications services, which offers advanced calling features
that allow customers to identify callers and to manage multiple calls arid call
connections, including conference bridging services.

S. voice mail service”
store, send or receive
vertical services that
voice mail service.

which means an ancillary
recorded messages. voice
the customer may be requi

service that enables the Customer to
mail service does not include any
red to have in order to utilize the

B. ANcILLARy VIDEO SERVICES. services that are associated with or
provision or delivery of video services, including but not limited
program guide services, search functions, recording services, or
services or communications that are associated with. or incidental
use or enjoyment of video services.

incidental to the
to electronic

ther interactive
to the provision,

C. BILLING ADDRESS. The mailin9 address of the service user where the service
supplier submits invoices or bills for payment by the customer.

D. MOBILE TELEcoMMUNIcATIoNs SERVICE. The meaning and usage as set forth in the
Page 1

A. ANcILLARY TELEcoMMuNIcATION SERVICES. Services that are associated with or
jncidetal to the provision, use Or enjoyment of telecommunications services,
including but not limited to the following services:
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Mobile Telecommunications Sourcing Act 4 u.s.c. section 124) and the regulations
established therewith.

E. MONTH. A calendar month.

F. PACING SERVICE. A telecommunications service” that provides transmission of
coded radi o signals for the purpose of activating specific pagers; such
transmissions may include messages and/or sounds.

C. PERSON. Without 1 imi tati on, any natural ndi vi dual • firm, trust, common law
trust, estate, partnership of any kind, association, syndicate, club, joint stock
company, joint venture, limited liability company, corporation including foreign,
domestic, and non—profit), municipal district or municipal corporation other than
the city) cooperative, receiver, trustee, guardian, or other representative
appointed by order of any court,

K. PLACE OF PRIMARY usE. The street address representative of where the custoeers
use of the telecommunications service primarily occurs, which must be the
residential street address or the primary business street address of the customer.

I. POSIUPATO TELEClMuNICATtON SERVIcE. The telecommunication service obtained by
making a payment on a telecommunication-by-telecommunication basis either through
the use of a credit card or payment mechanism such as a bank card, travel card,
credit card, or debit card, or by charge made to a service number which is not
associated with the origination or termination of the telecommunication service.

J. PREPATD TELEcoMMuNIcATION SERVICE. The right to access telecommunication
services, which must be paid for in advance and which enables the origination of
telecommunications using an access number or authorization code, whether manually or
electronically dialed, and that is sold in predetermined units or dollars of which
the number declines with use in a known amount.

K. PRIVATE TELEc0MMuNTcATTON SERvIcE. A telecommunication service that entitles the
customer to exclusive or priority use of a telecommunications channel or group of
channels between or among termi nation points, regardless of the, manner in which such
channel or channels are connected, and includes switching capacity. extension lines,
stations, and any other associated services that are provided in connection with the
use of such channel or channels. A telecommunications channel is a physical or
Virtual path of telecommunications over which signals are transmitted between or
among customer channel termination poi nts i.e., the location where the customer
either inputs or receives the telecommunications).

L. sERVIcE AO0RESS. Any of the following:

1. The location of the service users telecommunication or video equipment from
which the telecommunication or video communication originates or terminates,
regardless of where the telecommunication or video communication is billed or paid;
or

2. tf the 1ocaion in subsection 1) of this definition is unknown e.g. • mobile
telecommunications service or voIp service), the service address means the location
of the service user’s place of primary use.

3. For prmpaid telecommunication service, service address means the location
associated with the service number.

M. SERvICE SuppLIER. Any entity or person, including the City, that provides
telecommunication or video service to a user of such service within the City.

N. SERVICE USER. A person required to pay a tax imposed under the provisions of
this chapter.

Page 2
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0. STATE The state of California.

P. STREAMLINED SALES ANO USE TAX AGREEMENT. The multi-state agreement commonly known
and referred tu as the streamlined sales and use Tax Agreement, and as it is amended
from time to time.

Q. TAX ADMINISTRATOR. The Finance Director of the City or his or her designee.

R. TELECOMMUNICATIONS SERVICES. The transmission. conveyance, or routing of voice,
data, audio, video, or any other information or signals to a point, or between or
among points, whatever the technology used. The term telecommunications services”
includes such transmission, conveyance, or routing in which computer processing
applications are used to act on the form, code or protocol of the content for
purposes of transmission, conveyance or routing without regard to whether such
services are referred to as voice over internet protocol Vow) servi ces or areclassified by the Federal Communications Commission as enhanced or value added, andincludes video and/or data services that is functionally integrated with
telecommunication services’ Telecommunications services’’ include, but are not
limited to the following services, regardless of the manner or basis on which such
servi ces are cal cul ated or billed: ancillary telecommuni cation services; mobiletelecommunications sen/ice; prepaid telecommunication service; post—paidtelecommunication service; private telecommunication service; paging service; 800service or any other toll-free numbers designated by the Federal communications
commission); 900 service or any other similar numbers designated by the Federal
communications Commission for services whereby subscribers who call in to
pre—recorded or live service).
S. VIDEo PROCRAMMING. Those programming services commonly provided to subscribers by
a video service supplier’’ including but not limited to basic services, premium
services, audio services, video games, pay—per-view services, video on demand,
origination programming, or any other similar services, regardless of the content of
such video programming, or the tecbnoloy used to deliver such services, and
regardless of the manner or basis on which such services are cml cul ated or billed.

T. VIDEO SERVICES. Video programming and any and all services related to the
providin, recording, delivering, use or enjoyment of video programming’’ including
origination programming and programming using Internet Protocol, eg, , Ip-TV and
IP-Video) using one or more channels by a video service supplier, regardless of the
technology used to deliver, store or provide such servi ces, and regardless of the
manner or basis on which such services are calculated or billed, and includes
ancillary video services, data services, telecommunication services’’, or
interactive communication services that are functionally integrated with video
services’.

U. VIDEO SERVICE SUPPLIER. Any person, company, or service which provides or sells
one or more channels of video pro9ramming, or provides or sells the capability to
receive one or more channels of video programming, including any telecommunications
that are ancillary, necessary or common to the provision, use or enjoyment of the
video pro9ramming, to or from a business or residential address in the City, where
some, fee is paid, whether directly or included in dues or rental charges for that
service, whether or not public rights—of—way are utilized in the delivery of the
video programming or telecommunications. A video service supplier includes, but is
not limited to, multi-channel video programming distributors as defined in 47
usc. section 522(13)1; open video systems 0VS) suppliers; and suppliers of cable
television master antenna television; satellite master antenna tel evi si on;
multi —channel multi point distribution services MMOS) ; video services using internet
protocol e.g. • IP—TV and IP-video, which provide, among other things, broadcasting
and video on demand). direct broadcast satellite to the extent federal law permits
taxation of its video services, now or in the future; and other suppliers of video
services or including two-way communications), whatever their technology.

V. V0IP VOICE OVER INTERNET PROTOCOL.) The digital process of making and receiving
real-tine voice transmissions over any Internet protocol network.

Page 3
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W. 800 SERVICE. A telecommunications service that allows a caller to dThl a
tel 1—free number without i ncurri n9 a charge for the call. The servi Ce 5 typically
marketed under the lame 800!

, 855 , 866, 877 !
, and 888 toll — free Call ng , and any

subsequent numbers designated by the Federal communicatons Commission.

x. 900 SERVICE. An inbound toll telecommunications service” purchased by a
subscri ber that allows the subscriber’s customers to call in to the subscriber’s
prerecorded announcement or live servce. 900 service” does not include the charge
for: collection servi ces provided by the 5el 1 er of the tel ecommuni cat ons serv ces”
to the subscriber, or service or product sold by the subscriber to the subscriber’s
customer. The sen/ice is typically marketed under the name gOO” service, and any
subsequent numbers designated by the Federal Communications Commission.

Section 4.26.030 constitutional statutory, and other exemptions.

A. consistency with State and Federal
construed as imposing a tax upon any
tax upon such person or service would
the constitution of the united states

Law. Nothing in this chapter shall be
person or service when the imposition of such

be in violation of a federal or state statute.
or the constitution of the State.

B. Exemption Applicaton, Any service user that is exempt from the tax imposed by
this Chapter pursuant to subsection a) of th s section shall file an application
with the Tax Administrator for an exemption; provided, however, this requirement
shall not apply to a service user that is a state or federal agency or subdivision
with a commonly recognized name for such service, said application shall be made
upon a form approved by the Tax Administrator and shall state those facts, declared
under penalty of perjury, whkh qualify the applicant for an exempton, and shall
include the names of all telecommunication and video service suppliers serving that
servi Ce user. If deemed exempt by the Tax Admini strator, such service user shall
give the Tax Administrator timely written notice of any change in telecommuncation
or video service suppliers so that the Tax Administrator can properly notify the new
telecommunicaeon or vjdeo service supplier of the service user’s tax exempt status.
A service user that fails to comply with this section shall not be enttled to a
refund of telecommunication or video users’ taxes collected and remtted to the Tax
Administrator from such service user as a result of such noncompliance. The
decision of the lax AdmThistrator regarding an application may be appealed pursuant
to section 4.26.170 of this chapter. Film9 an appThcation with the Tax
Administrator and appeal to the city Administrator pursuant to section 4.26.170 of
this chapter is a prerequisite to a suit thereon.

4.26.040 Telecommunication Users’ Tax

A. stablishment of Telecommun
every person in the City using
by this section shall be at th
such services and shall be col
services supplier or its billi
tel ecommuni cation services, mh
city, are used, in whole or in
are subject to taxation under
user is different from the ser
shall be used for purposes of
charges shall include the val
kind or nature, or other consi
the telecommunication services

resolution, estabUsh
ity service otherwse
de that such classes of
such tax for a

c. Establishment of Exempt classes. The city council may, by
one or more classes of persons or one or more classes of util
subject to payment of a tax imposed by ths chapter and provi
persons or service shall be exempt, in whole or Th part from
specified period of time.

ication users’ Tax. There is hereby imposed a tax upon
telecommuncaton services. The maximum tax imposed
rate of percent %) of the charges made for

lected from the servce user by the telecommunicaton
rig agent. There s a rebuttable presumption that
ich are billed to a billing or service address Th the
part. within the city’s boundaries, and such services

ths chapter. If the billing address of the service
vice address, the service address of the service user
imposing the tax. As used in this section, the term
ue of any other services, credits, property of every
deration provided by the serv Ce user in exchange for

Page 4



B. Sourcing Rul
with the sourci
U.S.C. Section
telecommunicati
requirements of
telecommunicati
services, prepa
services, provi
further administrative efficiency and mi
streamline Sales and Use Tax Agreement).
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C. Authority for Administrative Rulin9s. The Tax Administrator may issue and
disseminate to telecommunication servi Ce suppliers, which are subject to the tax
collection requi rements of this Chapter, an admi ni strative rul ng identi ng those
telecommunication services, or charges therefor, that are subject to or not subject
to the tax of subsection a) above.

term telecommunication services’ shall include, but are not limit
connection, reconnection, termi nati on, movement or change of tel
services; late payment fees; detailed billing; central office and
features including hut not limited to call waiting, call fonardi
i denti fi cati on and three—way call i ng) voice mail and other messa
directory assistance; access and line charges; urn versal service
regulatory, administrative and other cost recovery charges; local
charges; and text and instant messaging.

certain Excl usi ons From Telecommunications Services. As used in thi
term telecommunication services shall not include digital downloads
anci 11 ary telecommunication services, such as music, ri ngtones , games
digital products. Telecommunication services also does not include tel
services that are dedicated or used exclusively for internet access.

P. MUlti—Jurisdictional Taxation. To prevent actual multi un sdi ctional taxation of
telecommunication servi ces subject to tax under this section, any service user, upon
proof to the Tax Administrator that the service user has previously paid the same
tax in another state or local jurisdiction on such telecommunication services, shall
be allowed a credit against the tax imposed to the extent of the amount of such tax
legally imposed in such other state or local jurisdiction; provided, however, the
amount of credit shall not exceed the tax owed to the city under this section.

C. Collection of Tax by Service Supplier.
imposed by this section shall be collected
supplier. The amount of tax collected in
Administrator, and must be received by the
twentieth 20th) day of the following month

Section 4.26.050 Video Users Tax.

The tax on telecommunication services
from the service user by the service

one 1) month shall be remitted to the
Tax Administrator on or before the

A. •stablishment of video Users’ Tax. There is hereby imposed a tax upon every
person in the city using video services. The maximum tax imposed by this section
shall be at the rate of percent %) of the charges made for such services and
shall be collected from the service user by the video service supplier or its
billing agent. There is a rebuttable presumption that video services, which are
billed to a billing or service address in the city, are used, in whole or in part.
within the City’s boundaries, and such servi ces are subj ect to taxation under this
chapter. tf the billing address of the service user is different from the service
address, the service address of the service user shall be used for purposes of
imposing the tax.

B. video Charges. As used in this section, the term charges’ shall include but is
not limited to, charges for the following:

1. regulatory fees and surcharges, franchise fees and access fees PEC);
Page 5

es. Mobile Telecommunications Service shall be sourced in accordance
ng rules set forth in the Mobile Tel ecommuni cati ons Sourcing Act 4
124). The Tax Administrator may issue and disseminate to
on service suppliers, which are subject to the tax collection
this chapter, sourcing rules for the taxation of other

on services, including but not limited to post—paid tel ecommuni cation
id telecommunication services, and private telecommunication
ded that such rules are based upon custom and common ractice that

nimize multi—jurisdictional
p
taxation e.g..

D. Specific Inclusions in Telecommunication Services. As used in this section, the
for:ed to charges

ecommunication
custom calling

nQ, caller
ging services;
charges;

number portability

section, the
that are not

and similar
ecommuni cation
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2. initial installation of equipment necessary for provision and receipt of video
services;

3. late fees, collection fees, bad debt recoveries, and return check fees;

4. activation fees, reactivation fees, and reconnection fees;

5. video programming and video services:

6. ancillary video services e.g. • electronic program guide services, recording
functions, search functions, or other interactive services or communications that
are ancillary, necessary or common to the use or enjoyment of video services;

7. equi pment leases e.g., remote, recording or search devices, converters, remote
devices); and,

8. service calls • service protection plans, name changes, changes of services, and
special services.

c. charges Further oefined. •As used in this section, the term charges” shall include
the value of any other services, credits, property of every kind or nature, or other
consideration provided by the service user in exchange for the video services.

0. Administrative Rulings For video service suppliers. The lax Administrator may
issue and disseminate to video service suppliers, which are subject to the tax
collection requirements of this chapter, an administrative ruling identifying those
video services, or charges therefor, that are subject to or not subject to the tax
of subsection a) above.

e. collection of video users’ lax. The tax imposed by this section shall be
collected from the service user by the video service supplier, its billing agent, or
a reseller of such services. tn the case of video service, the service user shall
be deemed to be the purchaser of the• bulk video service e.g., an apartment owner),
unless such service is resold to individual users, in which case the service user
shall be the ultimate purchaser .of the video service. The amount of tax collected
in one 1) month shall be remitted to the Tax Administrator, and must be received by
the lax Administrator on or before the twentieth 20th) day of the following month.

section 4.26060 Bundling Taxable Items with Non-Taxable Items.

If any nontaxable charges are combined with and not separately stated from taxable
service charges on the customer bill or invoice of a service supplier, the combined
charge is sub ect to tax unl ess the service supplier identifies, by reasonable and
venitiable standards, the portions of the combined charge that are nontaxable and
taxable through the service supplier’s books and records kept in the re9ular course
of business, and in accordance with generally accepted accounting principles, and
not created and maintained for tax purposes. The service supplier has the burden of
proving the proper apportionment of taxable and non—taxable charges. If the service
supplier offers a combination of taxable and non—taxable services, and the char es
are separately stated, then for taxation purposes, the values assigned the taxale
and non-taxab!e services shall be based on its books and records kept in the regular
course of business and in accordance with generally accepted accounting principles,
and not created and maintained for tax purposes. The service supplier has the
burden of proving the proper valuation of the taxable and non—taxable services.

Section 4.26.070 substantial Nexus / Minimum contacts.

For purposes of imposing a tax or establishing a duty to collect and remit a tax
under this chapter, substantial nexus and minimum contacts shall be construed
broadly in favor of the imposition, collection and/or remittance of the
telecommunication and video users’ tax to the fullest extent permitted by state and
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federal law, and as ft may change from time to time by judci
statutory enactment. Any telecommunication service including
with a service address in the city, which service is capable
to another person on the general telephone network, shall be
presumption that substantial nexus/minimum contacts exists
a tax, or establishing a duty to collect and remit a tax, und
servi Ce supplier shall be deemed to have suffi ci ent activity
collection and remfttance purposes if its activities nclude.
to, any of the folloang: maintains or has within the city,
a9ent or subsidiary, a place of business of any nature; solic
city by employees, independent contractors, resellers, a9ents or other
representatives; solicits busi ness in the City on a continuous regular, seasonal
systematic basis by means of advertising that is broadcast or relayed from a
transmitter wth the city or distributed from a location with the City; or
advertises in newspapers or other periodicals printed and published within
or through materials distributed in the City by means other than the united
mail; or if there are activites performed in the city on behalf oft
supplier that are significantly associ ated with the service supplier’
establish and maintain a market in the city for the provision of serv
subject to a tax under this chapter.

Section 426.080 Duty to Collect--procedures.

A. Manner of collection by service suppliers. The duty of service suppliers to
collect and remit the taxes imposed by the provi sions of this chapter shall be
performed as follows:

1. rhe tax shall be collected b service suppliers insofar as practicable at the
same time as, and along with, tie collection of the charges made in accordance with
the regular bllng practice of the service supplier. Where the amount paid by a
service user to a servce supplier is less than the full amount of the charge and
tax which was accrued for the Hlling period, a proportionate share of both the
charge and the tax shall be deemed to have been paid. In those cases where a service
user has notified the service supplier of refusal to pay the tax imposed on said
charges, section 426.120 shall apply.

2. The duty of a service supplier to collect the
commence with the beginning of the first regular
service user where all charges normally ncluded
to the provisions of thjs chapter. where a servi
billing, one or more being for different periods
shall arise separately for each billing period.

B. Filing Return and Payment.
shall file a return to the
Administrator, on or before
be included with the return
Administrator is authorized
deems necessary to determine
accordance with this chapter
for any reason. Pursuant to
Administrator, and its agen
information that

tax from a service user shall
billing period applicable to the
in such regular billing are subject

ce user receives more than one
than another, the duty to collect

section 4.26.090 collection Penalties Service suppliers

A. Due oate for Taxes; uelinquencies. Taxes
delinquent if not received by the Tax Admi ni
should the due date occur on a weekend or 1€
by the Tax Administrator on the fjrst regula
legal holiday. A direct deposit, including
similar methods of electronically exchanging
by a service supplier in satisfaction of its

collected from a service user are
stratoron or before the due date.
gal holiday, the return must be received

working day following the weekend or
lectronic fund transfers and other
monies between financial accounts, made
obligations under this subsection shall

al interpretation or by
voTp) used by a person

of terminating a call
subject to a rebuttable
or purposes of imposing
er this chapter. A
in the city for tax
but are not limited

directly or through an
its business in the

or

the city
States

be service
ability to

ices that are

to remit a taxEach person required by this chapter
ax Administrator, on forms approved by the Tax
the due date. The full amount of the tax collected shall
and filed with the Tax Administrator. The Tax
to require such additional information as he or she
if the tax is being levied, collected, and remitted in

- Returns are due immediately upon cessation of business
Revenue and Tax code section 7284.6, the Tax

ts , shall maintain such filing returns as confidential
is exempt from the disclosure provisions of the Public Records Act.
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nitiated on or before the due date, and the
on the following business day

C. penalties for Fraud or Cross Negligence in Reporting or Remitting. The Tax
Administrator shall have the power to impose additional penalties upon persons
required to collect and remit taxes pursuant to the provisions of this Chapter
fraud or gross negligence in reporting or remitting at the rate of fifteen 15%)
percent of the amount of the tax collected and/or required to be remitted, or as
recomputed by the Tax Administrator.

o. penalties Dues As Tax. For collection purposes only, every penalty imposed and
such interest that is accrued under the provisions of this section shall become a
part of the tax herein required to be paid.

F. Authority to Modify Due Dates. Notwithstanding the foregoing, the Tax
Administrator may, in his or her discretion, modify the due dates of this
be consistent with any uniform standards or procedures that are mutually
by other public agencies imposing a utility users tax, or otherwise legal
established, to create a central payment location or mechanism.

section 4.26.100 Actions to collect

chapter to
agreed upon
ly

Any tax required to be paid by a service user under the provisions of this Chapter
shall be deemed a debt owed by the service user to the city. Any such tax collected
from a service user which has not been remitted to the Tax Administrator shall be
deemed a debt owed to the city by the person required to collect and remit and shall
no longer be a debt of the service user. Any person owing money to the city under
the provisions of this chapter shall be liable to an action brought in the name of
the city for the recovery of such amount, including penalties and interest as
provided for in this chapter, along with any collection costs incurred by the city
as a result of the person’s noncompliance with this chapter, including, but not
limited to, reasonable attorneys fees. Any tax requi red to be collected by a service
supplier or owed by a service user is an unsecured priority excise tax obligation
under 11 U.S.c.A. section 507(a)(8)(c).

section 4.26.110 Deficiency Determination and Assessment Tax Application Errors.

A. Tax Deficiency Determinations. The Tax Administrator shall make a deficiency
determination if he or she determines that any service user or service supplier
required to pay or collect taxes pursuant to the provisions of this chapter has
failed to pay, collect, and/or remit the proper amount of tax by improperly or
failing to apply the tax to one or more taxable services or charges. Nothing herein
shall require that the Tax Administrator institute proceedings under this Section
4.261110 if, in the opinion of the Tax Administrator, the cost of collection or
enforcement likely outweighs the tax benefit.

B. Notice of Deficiency. The Tax Administrator shall mail a notice of such
deficiency determination to the person or entity allegedly owing the tax, which
notice shall refer briefly to the amount of the taxes owed, plus interest at the
rate of 75/lOOths 0.75%) percent per month, or any fraction thereof, on the amount
of the tax from the date on which the tax should have been received by the city.
Within fourteen 14) calendar days after the date of service of such notice, the
person or entity allegedly oeing the tax may request in writing to the Tax

be considered timely if the transfer is i
transfer settles into the city’s account

B. Failure to çollec
telecommunication or
properly assess the
billing) or fails to
Administrator shall
rate of fifteen 15%)
remittance, and shal
month, or any fracti
from the date on ebi

or Remit, if the person required to collect and/or remit the
video users’ tax fails to collect the tax by failing to

tax on one or more services or charges on the customer’s
remit the tax collected on or before the due date, the lax

attach a penalty for such delinquencies or deficiencies at the
percent of the total tax that is delinquent or deficient in the

1 pay interest at the rate of and 75/iDOths 0.75%) percent per
on thereof, on the amount of the tax, exclusive of penalties,
ch the remittance fi rst became delinquent, until paid.

for
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Adrrlinistrator for a bearing on the matter.

C. Hearing Ofl Deficiency. If the person or entity allegedly cwriq the tax fails to
request a hear,ng within the prescribed time period, the amount of the deficiency
determination shall become a final assessment, arid shall immediately be due and
owinq to the city. If such person or entity requests a bearing, the tax
Aminiscrator shall cause the matter to be set for hearing. which shall be scheduled
within thirty 30) days after receipt of the wri tten request for- hearing. Notice of
the tinle and place of the bearing shall be mailed by the ra Administrator to such
per-sari at least ten 10) cal endar days prior to the hearing, and • it the Tn
Administrator desires said person to produce specific records at such bearing, such
notice may designate the records requested to be produced.

0. DeterminatiOn after Hearing. At the time fixed for the hEaring, the Tax
Administrator shall hear all relevant testimony arid evidence, including that at any
ozier i—:ees:eo pa”:es A: ti-c oistreticr 0 tie ax istrato, de ierrg
eav De coit,eo Po— n.e :c :i.e —or the pr-pose or alourg nie 2”ese,tanic” o
adcto,al e,dece. iithir a rmasc’ae :.e olc...rg tie corcLs’o o rha
‘eaig. tie Tax Ao’rstu:csial sst.e a ri—al assess—ri: c ‘cn—assess”,,t).
tie’eafter. oy ccrf r-ro. ‘orfrg or rejeczir tie ori;i,al cec eno
ceterr,a:ion. aIc si-rl a1 a czp of sjcfr ial assess—em to oerso, 0” erti:y

—ie tax. Tfe cecso C te Tax A-vst”ator —ay be a,,ea es oLrsnr: :0
se:ter .26Z70 of :xs ciapter. iiic ar wpicati,r Ce TX o—i,-sr—a:o
ad a2peal to the city aa:er pJ’sart Eo set:ijr :.6.170 c’ ti-is cbaote s a
o’e”evLAs:e to a sr: :hereo,.

ceFrotericies. ‘ay—e—:o4 re f-ra assess.eat sal Dec ceProte”: i4 rot
receved by :e —ax Adw-n; stator or or Detore tie tli —tieth 0tl’ thy olc.mc vie
date cc recept o’ tie otce o fra assessent. vie peraUy ‘0 delirqje”cv
sr,a oe fifteen percent 15%) on tne total amount of the assessment along ci tO
interest at the rate of 73/lOOths 0.75%) percent per month. or any fraction thereof.
on t,e an,ount of the tax. exclusive Oc peraities. f’o’ the date ot de1iqoueicy.
ulti caic. The aolicac a statt:e of i.tatio,s a ca’. by tie c:v

eec n’q parert o’ a tax assessed jrde ti-is c—az:e- smal i c-ece fo, tie cate o
de i qjeccy as orov ded - I t S suosect :0’ e) -

4c—ice of )e-lcLe’c.41’i-z:-ces roer this secto’ —ay Se Len: sy
—al. sstaqe weoad. ad s’aV be dee—es eceved or tie i’d ca’e’da- day
‘o’lcifrg tEe date of —al-n;. as es:aolisl-ec z a —oc o —a’ lrg.

£ec:ioi 4.26.723 Ac ristatve Rdy ‘O,—’ayig servze Lsers

A. AdriStra:ive c—edies fc— t—e clcato” to colect ax. heree- t’e ax
A’i strato de—e—— ms —at a ser-:e iser i-as eVbe—a:e ,itl’’ielc tie asotit of
the tax owed oy the s C cc J5e £rc_ tie a—c -its re. ated to a ers’a I rest. i ed to
coec: the tax, or aeOEyer tie vax sti-strato— dee—s t a tat tes: interest of
the city, heor she may relieve such person of the obliaation to c&lect the taxes
due under this chapter from certain named service users for specific billing
periods. To the extent the service user has failed to pay ih& amount of tax owed
for a period of two 2) or more billinu periods, the se,vice supplier shall be
relieved of the obligation to collect taxes due. The service supplier shall provide
the city with the names and addresses of such service users arid the amounts of taxes
owed under the provisions of this chapter. Nothina herein shall require that the Tax
Administrator institute proceedings under this section 4.2.1?D if, in the opinion
of the Tax Administrator, the cost of collection or’ enforcement likely outweighs the
tax benefft

B. oelinquency penalty. In addition to the tax owed, the service user shall pay a
delinquency penalty at the rate of fifteen percent 15%) of the total tax that is
owed, and shall pay interest at the rate of 75/baths 0.75%) percent per month or
any fraction thereof, on the amount of the tax, exclusive of penalties, from the due
date, until paid.
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C. Notice to Non-Paying Service User. The lax Administrator shall notify the
non—payng service user that the Tax Administrator has assumed the responsibility to
collect the taxes due for the stated periods and demand payment of such taxes,
including penalties and interest. The notice shall be served on the service user by
personal del very or by deposit of the noti Ce in the uni ted states mai 1, postage
prepaid, addressed to the service user at the address to which billing was made by
the person regul red to collect the tax; or, should the servi Ce user have a change of
address, to his or her last known address.

0. Additional Penalties, If the service user fails to remit the tax to the Tax
Administrator within thi rty 30) days from the date of the service of the notice upon
him or her, the Tax Administrator may impose an additional penalty of fifteen
percent 15%) of the amount of the total tax that is owed.

section 4.26.130 Additional powers and Duties of the Tax Administrator.

A. Enforcement by lax Administrator. The Tax Administrator shall have the power and
duty, and is hereby directed, to enforce each and all of the provisions of this
Chapter.

B. Administrative Regulations Re9arding Payment. The Tax Administrator may adopt
administrative rules and regul an ons consi stent with provisions of this chapter for
the purpose of interpreting, clarifying, carrying out and enforcing the payment,
collection and remittance of the taxes herein imposed. The administrative ruling
shall not impose a new tax, revise an existing tax methodology as stated in this
Section, or increase an existing tax, except as allowed by california oovernment
code Section 53750(bH2) A copy of such administrative rules and regulations shall
be on file in the Tax Administrator’s office. To the extent that the Tax
Administrator determines that the tax imposed under this chapter shall not be
collected in full for any period of time from any particular service supplier or
service user, that determination shall be considered an exercise of the Tax
Admi ni strator • s discretion to settle disputes and shall, not Consti tute a change in
taxing methodology for purposes of Government code section 53750 or otherwise. The
Tax Adnhinistrator is not authorized to amend the citys methodology for purposes of
oovernment code section 53750 and the city does not waive or abrogate its ability to
impose the telecommunication or video users tax in full as a result of promulgating
administrative rulings or entering into agreements.

c. Administrative Agreements Regarding illing procedures, Upon a proper showing of
good cause, the Tax Administrator may make administrative agreements, with
appropriate conditions, to vary from the strict requirements of this chapter and
thereby: 1) conform to the billing procedures of a particular service supplier so
long as said agreements result in the collection of the tax in conformance with the
general purpose and scope of this chapter; or, 2) to avoid a hardship where the
administrative costs of Collection and remittance greatly outweigh the tax benefit.
A copy of each such agreement shall be on file in the Tax Administrator’s office.
and are voidable by the lax Administrator or the city at any time.

o. compliance Audits. The Tax Administrator may conduct an audit, to ensure proper
compliance with the requirements of this chapter, of any person required to col lect
and/or remit a tax pursuant to this chapter. The Tax Administrator shall notify
said person of the initiation of an audit in writing. In the absence of fraud or
other intentional misconduct, the audit period of review shall not exceed a period
of three 3) years next preceding the date of receipt of the written notice by said
person from the Tax Administrator, upon Completion of the audit, the Tax
Administrator may make a deficiency determination pursuant to section 4.26.110(d) ,of
this chapter for all taxes and applicable penalties and interest) owed and not paid,
as evidenced by information provided by such person to the Tax Administrator, If
said person is unable or unwilling to provide sufficient records to enable the Tax
Administrator to verify compliance with this chapter, the Tax Administrator is
authorized to make a reasonable estimate of the deficiency. said reasonable
estimate shall be entitled to a rebuttable presumption of correctness,
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F. Fxtension of rime. upon receipt of a written request of a taxpayer, and for good
cause, the Tax Administrator may extend the time for filing any statement required
pursuant to this Chapter for a period of not to exceed forty-five 45) days, provided
that the time for fi 1 i ng the requi red statement has not al ready passed when the
request is received. No penalty for delinquent payment shall accrue by reason of
such extension. Interest shall accrue during said extension at the rate of
75/lOOths 0.75%) percent per month, prorated for any portion thereof.

F. Eligibility for exemption. The Tax Administrator
of- any person who asserts a right to exemption from,
by this Chapter.

se::icr 115D Lecods

shall determine the eligibility
or a refund of, the tax imposed

0. ise of Billing Agents. If a service supplier uses a
aggreqator to bill collect, and/or remit the ta, the
provide to the Tax Administrator the name, address and
bilIin agent and billing aggregator currently autbori
bill collect, and/Dr remit the tax to the city: and.
Administrator, deliver, or effect the delivery of. any
possession of such billing agent or billing aggregator
Tax Administrator, is necessary to verify the proper mpplira
collection and/or remittance of such tax to the city.

E. Access to Necessary Records. tf any person subject to record-keeping under this
section unreasonably denies the Tax Administrator access to euch records, or fails
to produce the information reguested in an administrative subpoena within the time
specified, then the Tax Admin,strator may impose a penalty of S50C on such person
for each day following: i) the initial date that the person refuses to provide such
access; or, ii) the due date for production of records as 5et forth in the
administrative subpoena. This penalty shall be in addition to any other penalty

C. waiver of penalties and Interest. Notwithstanding any provision in this chapter
to the contrary, the Tax Administrator may waive any penalty Or interest imposed
upon a person required to collect and/or remit for failure to collect the ta
cosed by t[is Capter ‘ e iDn—colec:ioo occured -ii occ aitb.
etert ,rgtiemne tie rcr—c:.Vect-o ass n gcc,J ait’. t[e a A&ristratcr
sia 1 take r:e ccrsiceat-oq 1oustr pactice ar othe— -ecedece.

a eterto, of eces5ary Ta’- RecorDs. :t snaP e t—e cu:y Ca every Derser rec-’rec
to col ect a,o/c —e—t to the city a’ly tax oosed Dy tHs Ciapter :0 <eep an:

—eserve so a eer- oz o at east ti ree 3) years. a - reco ds as ay DC 1ecessar
:0 oe:e-ie the a%otqt of suc tax as le’sie y i-ave ‘ee, liable or the
cc’ ect - on o aID re—i tar Ce tt te Tax ACi st rato — . cn reco —ds : IC Ta
Ac—i’s:rator siall have vie rçht to isoect at a ressoaoe t—t

B. Ac—i—-’st—at-ve sjboceias. —‘Ic c-tv —av -ssue an a-nis:—a:ive siopoera to cce
a person to denver, to tne Tax Aoministrator. copies of aD records deemed
necessary by the Ta’ Administrator to establish compliance wth this chapter,

ncludi’io the delivery of records r a cao9 eiect-onc orat ui readEry avaiiable
cici- ecords ae —eDt eiectroricaflv by te ersDr’ r tie usa aID

or’o nary Corse o z.siess. -55 a” atenative to ce -ve’-q t”e suopoeraeo reccds
:0 vie a Aei r i strato or C sefc re tie cue date prov dec - r the aci ‘I 5 trati cc
suDpcera sch pe”soI ‘av proice access tc sc’, recor;5 cuts’ de t’-e C- ty oi or
1e C3f t’e sue sate. prcvi Sec mat such serso’- si-a - re - ‘DL rst tie City ‘or a 1
—easoqa]e travel exrenses i’ct-”ec by t’e cit) to rsDezt :nose recods, iictdi-o
trave g-n, ,eas. aiD c—im s-’—fa— experse. hit exclJci’I tie rcal salay
Cr orlv aces Ot tiose erssrs desigrated by te c-tv to ccdjc: tie i’spectoI.

C. ‘o’i—flisclosj”e greents. .‘e —ax h-qstator -s t—o7e0 to execute a
qon-di Sc 3SJ’ acree—ert a:p rcve: Dy te city attriev to Drotect tie
ron’-dert-al-rv of cs:e— i1o’atc— crsuart to ca1fc-ria everue
Secto’ 72S,6 an: 724,7,

billing agent or hilling
sep-vice supplier shall:
telephone number of each

zed by lie service supplier to
ii) upon request of the Tax
information or records in the
that, in the opinion of the

at x Co:e

ion, calculation,
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imposed under ths chapter
2

section 4.26150 Refunds.

whenever the amount of any tax has been overpaid or paid more than once or has been
erroneously or illegally collected or received by the lax Administrator under this
chapter from a person or service supplier, it may be refunded as provided in this
section as follows:

A. written claim for Refund. The Tax Administrator may refund any tax that has been
overpaid or paid more than once or has been erroneously or illegally collected or
received by the Tax Admini strator under this chapter from a person or service
supplier, provided that no refund shall be paid under the provisions of this section
unless the claimant or his or her quardi an, conservator, executor, or admi ni strator
has submflted a written claim to the Tax Administrator within one year of the
overpayment or erroneous or Ulegal collection of said tax, such claim must clearly
establish claimant’s right to the refund by wri tten records showing enti tl ement
thereto. Nothing herein shall permit the filThg of a claim on behalf of a class or
group of taxpayers unless each member of the class has submitted a written claim
under penalty of perjury as provided by this subsection

B. compliance voth Claims Act. The filing of a written claim pursuant to Government
code section 935 is a prerequ site to any suit thereon. Any action brought against
the city pursuant to this section shall be subject to the provisions of Government
Code Sections 945.6 and 946. The Tax Administrator, or the city council where the
claim is in excess of five thousand dollars $5,000). shall act upon the refund
claim within the time period set forth in Government code section 912.4. if the Tax
Administrator/city councfl fafls or refuses to act on a refund claim within the time
prescribed by Government section 912.4, the claim shall be deemed to have been
rejected by the city council on the last day of the period within which the city
council was required to act upon the claim as provided in Government Code Section
912.4. The Tax Administrator shall give notice of the action in a form which
substantially compHes with that set forth in Government code section 913.

C. Refunds to service suppliers. NotwithstandThg the notice provisions of subsection
a)of this Section, the Tax Administrator may, at his or her discretion, give
written permi ssion to a service supplier, who has collected and remitted any, amount
of tax in excess of the amount of tax imposed by this chapter, to claim credit for
such overpayment aganst the amount of tax which is due the city upon a subsequent
monthly return(s) to the Tax Adminstrator, provided that: i) such credit is
claimed in a return dated no later than one year from the date of overpayment or
erroneous collection of said tax; ii) the Tax Administrator is satisfied that the
underlying basis and amount of such credit has been reasonably established; and,
iii) in the case of an overpayment by a service user to the service supplier that
has been remitted to the cty, the Tax Administrator has received proof, to his or
her satisfaction, that the overpayment has been refunded by the service supplier to
the service user in an amount equal to the requested credit.

0. overpayments as Credits. Notwithstanding subsections a)
service supplier shall be entitled to take any overpayment
underpayment whenever such overpayment has been received by
three 3) years next precedThg a defftency determination or
Admini strator in connection with an audit instituted by the
pursuant to section 426.130(d). A service supplier shall
credit unless it clearly establishes the right to the credi
showing entitlement thereto, under no circumstances shall
credit against an underpayment pursuant to this subsection
supplier for a refund to which it would not otherwise be en
written claim requ rement of th a secb on.
section 4.26.160 Low Income, senor, 0sabled
Any individual who qualifies for an exemption
section 4.24.080 shall be exempt from the tax
tax paid by any such individual is subject to
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service suppliers are not required to implement tb-is exemptiorH the sole remedy
shall be a refund of paid taxes by the taxpayer, as provided herein.
section 4.26.170 Appeals.
A. AdrFlinistrative Appeals. The provi
other- bar, a decision relating to a
Chapter), defi ciency determination,
Administrator. Any person aggrieved
to a refund pursuant to Section 4.26
assessnFlent, or adminstrative rulin
comply with the appeals procedure
shall he a prerequisite to a suit thereon.
Nothing herein shall permit the filing of
group Or capayers.

. Appeal to city Administrator. If any person is aggrieved by any decision other
a decis’o rplat, to a re—ui: tursue’: to secrot 4261S0 cf this c,ap:e).

defciency :eterrato aSse!saeit, or ai 51’ative vn c tIe a
Az—:ris:a:cr; he or she —av ap;eal to tie CTy s:i,- 51-nor by fl i9 a rot-ce of
a,a1 ith roe Ci:y cle ithi, fcurteer 11) days c t’e tate of the dec-sic,,
deficierny oe:e’—i’-at-ol. mssess.r-z. Cr a-nt—a:ive —ul-rg 0’ te Tax
Ac—I—lsrrato— Hc’ acg—-eed :1-c se—’-ce user or

c schesu-ng o istrat:ve anpeal —ea-i—g. 9e —axe— shal be ssedred or
hearrg be’o—e Sr irdepede: ea 9; ofice— selettec by tie cty 4&niSrratcr, ro
—c—c rar rhi—t C) cays f— the recept o te appeal - —c aooea: shal be
sevecj t ‘lotice of the te anz pace o the hea,;. as ei as any reeva’-:
eatera s. at least five 5 ca er-Oar cays crior to the bea—i—g The hearic ay DC
co,-,—ued ‘v-or t—e to ti—a —ja1 cc—sent. At te te o the heariig. the
apDea ig carty, the —ax &-ristra:c, a,: a’v otie’ r:e_este: sersol ay preseit
such relevant eviDence as be or sne may have reiatin to the cetermination from
which the appeal i s taken.

O - ot CC o ccci s o . Based uD tie n—is Si Oi of su C— €V oer Ce arc tie -cvi ew of
the City’s 4fes, tie 1eanc ocer snafl issJe a rit:e IDtjC€ a,: ede’
jool c-nc ty rg or recesz re ceterni qat i £r r - c Ire anpta - is taker
e rotice sha 1 Se zver at—i fortee la)cavs aflte— t—.e coicLsi,n of te
iea lq ard sqall state tie rEasSrs fc the decso,. The rotne cral spec-f that

dec-5-01 is fira aid that ay settion fo— dic-a revier. shCl he filee
iriq riet 90) cays c te tate o the decsoi -n accorsalCe ,.ith Code of
Civ’ Prcceare Section :09a. 6.

E. ‘an,er of totne. ll r-c:ices urGer t’s sec:icr a ne Se,: ov egula al
frstage pecad, aic shaH bezee-tec recevec Cr the Ji—d ca’ennr da ollc,t
-ic nate c’ sal n, as estab s,ed o a orcof of ai,.

SaCtio, 426ISS a tr:tojt o ‘arda:e.

No injunction or writ of mandate or oIlier leal or equ,tahle process shall issue in
any suit, action or proceeding in any court against this thy or against any
officer of the city to prevent or enjoili the collection under this Chapter of any
tax or any amount of tax requi red to be collected and/pr remitted.

section 4.26.190 Notice of changes to Ordinance.

if a tax under this Chapter is added repealed, increased, reduced, or the tax base
is changed, the lax Admi ni strator shall follow the notice requi rements of California
Public utilities code Section 799.

section 4.26.200 Effect of state and Federal Reference/.author9zation.

sions of this section apply to any decision
refund pursuant to section 4.26.150 of this
assessment. or administrative rulin0 of the lax

by any decision other than a decisiar, relating
.150 of this chapter) dehcie.ncy determination,
of the raN Administrator, shaH he required to
this section. compliance with this section

See Government code section 935(h)]
a claim or action oil behalf of a class or
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unless specifically provided otherwise, any reference to a state or federal statute
in this chapter shall mean such statute as it may be amended from time to time,
provided that such reference to a statute herein shall not include any subsequent
amendment thereto, or to any subsequent change of interpretation thereto by a state
or federal agency or court of law with the duty to interpret such law, to the extent
that such amendment or change of interpretation would require voter approval under
California law, or to the extent that such cban9e would result in a tax decrease as
a result of excluding all or a part of a communication service, or charge therefor,
from taxation), only to the extent voter approval would otherwise be required or a
tax decrease would result, the prior version of the statute or interpretation) shall
remain applicable: for any application or situation that would not require voter
approval or result in a decrease of a tax, provisions of the amended statute or new
interpretation) shall be applicable to the maximum possible extent.

1-0 the extent that the city’s authorization to collect
under this Chapter is expanded or limited as a result
law, no amendment or modification of this chapter shal
tax to those chan9es, and the tax shall be imposed and
of the authorization up to the full amount of the tax

or impose any
of changes in
1 be requi red
collected to

imposed under

tax imposed
state or federal
to conform the
the full extent
this chapter.

Section 4.26.210 tndependent Audit of lax collection,
Expenditure.

Exemption, Remittance, and

The city shall annually verify that the taxes owed under this chapter have been
properly applied, exempted, collected, and remitted in accordance with this chapter,
and properly expended according to applicable municipal law. The annual
verification shall be performed by a qualified independent third party and the
review shall employ reasonable, cost-effective steps to assure compliance, including
the use of sampling audits. The verification shall not be required of tax remitters
where the cost of the verification may exceed the tax revenues to be reviewed.

section 4.26.220 Interaction with Prior Tax.

A. Satisfaction of Tax Obligation by service Users. Any person who pays the tax
levied pursuant to sections 4.26.040 or 4.26.050 of this chapter with respect to
any charge for a telecommunication or video service shall be deemed to have
satisfied his or her obligation to pay the tax levied pursuant to Sections 424.020
and 4.24.070 of this code with respect to that charge. likewise, prior to April 1,
2009, any person who pays the tax levied pursuant to sections 4.24.020 and 4.24.070
of this code with respect to any charge for a service subject to taxation pursuant
to this chapter shall be deemed to have satisfied his or her obligation to pay the
tax levied pursuant to Sections 4.26.040 or 4.26.050 of this Chapter with respect to
that charge. The intent of this paragraph is to prevent the imposition of multiple
taxes upon a single utility charge during the transition period from the prior
telecommunication and video users’ tax to the new telecommunication and video users’
tax which transition period ends April 1, 2009) and to permit telecommunication and
video service providers, during that transition period, to sati sfy their collection
obligations by collecting either tax.

s. collection of Tax by service providers. service providers shall begin to collect
the tax imposed by this chapter as soon as feasible after the effective date of the
chapter, but in no event later than permitted by section 799 of the california
public Utilities code.

C. Judicial oeterminations. In the event that a
that the election enacting this chapter 4.26 is
any tax imposed under this chapter section 4.26
the tax imposed under sections 4.24.020 and 4.2
automatically continue to apply with respect to
pursuant to this chapter has been deternined to
continuation shall be effective beginning as of
date) for which the tax imposed by this chapter
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of an invalidation. any tax other than a ta that is ordered refunded by the court
or is otherwise refunded by the city) paid b a per-son with respect to a service and
calculated pursuant to this chaoter shall be deemed to sati sty the ta, imposed tinder
seztiur .2.O2D ad ‘.2’.7O i :,at service. so ‘Di; as te ta is ad rti
rescect to a eice prcvized ro late— tnan six c:,s s.bseqjeit tD te tate or
rid- tie fl—al cojt orte— S pbVsied.

Sect-o, 4.22lC eeies Ct.lative.

i e.edies ard ‘aes escrbes ty this Capter
any otner proision of law or equity. ircludng but no
ral Se claills act Government code Sectio” US$0 C! sea.
Practces 4ct flsress an: —ofess- Os cone secton 17
The jse of -.e or oe e.edies by tie Cty sal c:
e.eoy or :1-c pupose of enz rd Ic t’e provi soIs C’

or sticti are avai a, Lnser
t limitec to tne California
) and the CaIicorn’a ir€ai
re et SOS.), a—c c—Ja:ive.
car the jse of any otie
V S c,aD!e—

Si C1% ma. EFen:i ye ate.
—- $ cipter si-a zero-c eeec:iie flC ate

i tie date t’.at tnt s Or ThU CE tOi -: r,jec a a atØre’.a z ti-c voters ot Santa
Barbara at the statewide general election of ND%)ember 2D06.

SECTION THREE Amendment or
arbara MLJniflpal code may be
of the people. Hovdever. as r
constitution, voter approval
increase the rate of any tax
city of Santa karbara affirm
increase of the rate of a tax:

1. The restoration of the rate of the tax to a rate that is no higher than that set
by th a Ordinance, if the city Council has acted to reduce the rate of the tax

or any
cation €ven if
stent wi tFi the

3. The estahlsFimer’t of a class
the discontinuation of any such
discontinuation of an exemption
Ordinance I; and

4. “e colec:o o
sce peict C’ te.

of person that is exempt or excepted ifrom the tax or
exemption or xceptian other than the
or Exception specifically set forth in this

sEcT:o FR. SeveraDl-ty. :f a> sec:icr. sucsectio, selte—ce. cane. O.aSe,
or port ol 0’ is o& race is for any red so’ i-es t oDe iva - is a J—elort eab I

a court of cEent risdictoq. ti-a re—airig cOrtols c ti-is odi,arce sFal
nonetheless remain In full force arc effect - The people bereov declares that they
soLid lave adcpted each secto,. subsecticr . certece. c’ajse. pase. or rortior of
th S Drs narce . i —respect ye o— t—e act ti-a: a’y ore or —0—c secticrs , s*sec tans
seterces. clauses ohrases. or port-ols o ti-is ocfra,ce Ce seca—ed -n’a-d or
.r.erforceazle.

Repeal chapter 426 of Title Four of the Santa
repealed or amended by the city council without a vote

equiredby chapter xlix of the California
is re ui red for any amendment provision that would
levie pursuant to this ordinance. The People of the
that the folloang actions shall not constitute an

2. An action that nterprets or clarifies the methodology of the tax,
definition applicable to the tax, so long as interpretation or clarifi
contrary to some prior interpretation or clarification) is not inconsi
language of this ordinance.

te tax ise: Dy ti-is Ociance. ever f the city ad. ‘or
fated to cclect tie tax
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RESOLUTION NO

WHEREAS, pursuant to authority provided
Article XIII C, section 2(b) of the cal
city of Santa sarbara, hereby elects to
Telecommunications and video Users Tax
attached hereto and dated as of july 1,
possible approval pursuant to the requi
Article XIII C of the state Constitution

CIVING NOTICE
ON TUESDAY,

VOTERS IN ORDER
ANCE SANTA

•by state Elections code section 9222 and
ifornia Constitution, the city council of the
submit the proposed City of Santa earbara

Reduction and Modernization ordinance” as
2008) to the electorate of the City for

rements of the state Elections code and

WHEREAS, the city council is authorized by the state Elections code to consolidate
this special city election with the statewide Federal Election to be conducted on
November 4, 2008 by the County of Santa earbara and will be acting concurrently with
the adoption of this resolution to effectuate such a consolidation;

WHEREAS, Arti
City Council
statewide Fed
must make an

cle XIII C, Section 2(b) provides that, in order for the Santa Barbara
to consolidate this special city election with the November 4, 2008
eral Election being conducted by Santa Barbara county, the City council
emergency declaration by a unanimous vote of the council

NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF SANTA BARBARA AS
OLLO1IdS

SECTION 1. That pursuant to the requirements of the city charter and the laws of
the State of california, there is called and ordered to be held in the city of Santa
Barbara, on Tuesday, November 4, 2008, a special municipal election for the purpose
of submitting the proposed Telecommunication and Video Users Tax Reduction and
Moderni zation Ordi nance as attached hereto as Exbib,t A) to the voters of the City
for their due approval or rejection with a ballot statement as authorized by
Elections code section 13247) as follows:

CITY OF SANTA BARBARA
MEASURE

YES Shall Santa Barbara adopt an ordinance reducing the telecommunication
utility users tax from 6% to 57S%, to fund police, fire, 9—1-1, parks/recreation,
gang prevention and after school programs for at—risk youth, senior services,
street/pothole repairs, public transit, and other general fund services; exempting
low—income seniors, prohibiting a tax rate increase Without voter approval, equal
treatment of taxpayers regardless of technology, annual audits, public review of
expenditures and local control of all revenue?

NO
2. As required by Article XIII C of the state constitution, the City
declares that there is an emergency need to hold and conduct this special

ection as soon as the law allows and to consolidate it with the statewide
Election being conducted by the County of Santa Barbara on November 4, 2008

A RESOLUTION OF THE COUNcIL OF THE CITY OF SANTA BARBARA CALLINC AND
OF THE HOLOING OF A SPECIAL MUNICTPAL ELECTION TO BE HELD IN THE CITY
NOVEMBER 4, 2008, FOR THE SuBMISSIoN OF A PROPOSED OROINANCE TO THE
TO REDUCE AND MODERNIZE THE CITY’S EXISTING UTILITY USER’S TAX OROIN
BARBARA MUNICIPAL coDE CHAPTER 4.24) WITH RESPECT TO UTILITY TAXES ON
TELECOMMUNICATION AND VIDEO SERVIcES.

SECTION
Council
City €1
Federal

SECTION 3 That the text of the ordinance submitted to the voters is attached as
Page 1
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Exhibit A, dated as July 1, 200S.

SECTION 4. That the ballots to be used at the election shall be in form and content
as required by law.

SECTION 5. That the city clerk is authorized, nstructed , and directed to procure
and furnish any and all official ballots, notices, printed matter and all supplies,
equipment, and paraphernalia that may be necessary in order to properly and
lawfully conduct the election.

SECTION 6. That the polls for the election shall be open at seven o’clock am, of
the day of the election and shall remain open continuously from that time until 8
o’clock p.m. of the same day when the po11s shall be closed, except as provided in
Section 14401 of the Elections code of the State of California.

SEcTION 7. That in all particulars not recited in this resolution, the election
shall be held and conducted as provided by law for holding municipal elections.

SECTIoN 8. That notice of the time and place of holding the election is given and
the City Clerk is authorized, instructed and directed to give further or additional
notice of the election in time, form and manner as required by law.

DEXHIBIT A

FULL. TEXT OF MEASURE
CITY or SANTA BARBARA
TELECOMMUNICATION AND VIDEO USERS TAX
REDUCTION AND MODERNIZATION ORDINANCE

DRAFT DATED AS OF JULY 1, 2008

Swiley/ord/uut/res uut call election
June 19, 2008 3:18 pm
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Attachment 3

TO: The dty of Santa Barbara

FROM: Fairbank, Maslin, MauliTh & AS5ocates

RE: Summary of Survey Results

DATE: June 18, 2008

Fai rbank Masl in, Maul ii n & Assoc ates FMM&A) recently conducted a survey of c ty of
Santa Barbara voters to assess support fora ballot measure to ratify and modernize
the city’s existing utility user’s tax ordinance. The survey results show that by
i nform ng Santa Barbara voters that the city’s utility user’s tax, prov des funding
for essential city programs and services, such as police, firefighters and youth
gang prevention programs, voter support for the measure increases significantly.
As shown in Figure 1 below, initially a slight majority of voters support the
measure. After providing voters with informat1on about the measure, including the
requi rement of oversi ght provisions and that all funds will be used to funds vital
city services, the yes vote increases dramatically. These results reflect trends
FMM&A has found conducting UUT ballot measure research in communities throughout
California. UUT measures are harder for voters to understand than other finance
measures, and require educating and communicati rig with the public about the
rationale, implications and need for passing the UUT ballot measure.

Figure 1: support for Santa Barbara UUT Ballot Measure Status Quo)

[Reducing the uuT tax rate marginally increases support for a Santa Barbara air
ballot measure, however, it is still worth considering a ballot measure to reducing
the tax rate. The survey results indicate that reducing the tax rate from six
percent to either 5.73 percent or 5.5 percent, does not increase support beyond the
surveys 4.4 percent margin of error, see Figure 2) In fact, even at half—point
percent reduction, support still remains relatively soft, as only 27 percent of are
definitely yes’ voters indicating the need to communicate and educate voters about
the UUT ballot measure. Nevertheless, a tax reduction may still be advisable as the
survey results show that education of the public about the city of Santa Barbara UUT
hal lot mea5ure is essential. Therefore, if the education proQram is limited, by
time or resources, a tax rate reduction could yield the additional support needed to
pass the measure and retain this important source of city revenue.

Figure 1: Support for city of Santa Barbara UT Ballot Measureat Reduced Rates
before Additional Information
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A reduction measure provdes several strategk advantages that are worth
considering. First, the economy cont flues to struggle and voters w 11 1 kel y regard
a measure reducing their tax rate more favorably than one that mantains the current
rate. Further, the Santa Barbara UUT ballot measure will be one of a host of state
and local finance measures appearing on the November ballot. Many voters may become
more selective as to which finance measures that are willing to support. Therefore,
a reduction measure mould distin9uish itself from other tax and bond measures also
appearing on the ballot. Also, it has been FMM&A’s experience that reduction
measures do not generate organzed opposition to the same deree that continuation
measures create. Finally, a reduction measure may receve higher levels of support
from voters who typically do not support finance measures, such as RepubHcans and
voter over the age of 63.

voter response to uuT ballot measure components demonstrates that providing more
information about the individual elements of the measure increases understanding and
support. The survey results show that voters highly regard the fiscal
accountability and oversight provisions required by the measure and that the measure
ensures all ULJT revenue is used to fund city services.

Ensures public review of expenditures 88 percent support)
Prevents the tax rate from being increased without voter approval 86 percent
support)
exempts low-income seniors 81 percent support)
Ensures local control of utility user’s tax revenues 76 percent support)
closes loopholes to ensure equal treatment of all taxpayers regardless of technology
used 71 percent support)

Santa Barbara voters regard the state budget deficit and the mpact of state funding
cuts for local services to be top concerns. iwo—thi rds 66 percent) consider the
state budget deficit to be an extremely or very serious problem, and 55 percent vew
the effect of state budget cuts on local public services to also be a major problem.
Therefore, when voters understand that passing the uur ballot measure will protect

local revenue for city of Santa Barbara servi ces support for the measure increases
substantially. In fact, 84 percent of voters respond that knowing the measure
ensures that continuing revenues will be used to support essential city services,
such as public safety, and street repairs, makes then more likely to support the
UUT -

voters oppose cutting funding for public safety services and programs to serve
vulnerable members of the community. The survey results clearly show that Santa
Barbara voters regard the services provided by the city to be very important, and
they exhibit strong preferences for preventing funding cuts, especially to public
safety services and programs that serve youth. seniors and other disadvantaged
members of the community. Additionally, two-thirds 67 percent) rated gangs and
juvenile violence to be an extremely or very serious problem in Santa Barbara. As
such, four—in—five 73 percent) do not support cutting funding for gang prevention
programs taught by police officers in Santa Barbara neighborhood schools. Santa
Barbara voters identified the following as the least desirable to cut:

The number of fi refighters SO percent no cuts in funding)
The number of police offi cers patrolling city streets 77 percent no cuts in fundi ng)
Funding for nonprofit groups that provide services to at-risk kids, battered women
and the mentally ill 76 percent no cuts in fund-ing)
Funding for transit services for seniors and disabled residents 75 percent no cuts
in funding)
After-school programs for children and youth 70 percent no cuts in funding)
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The number of 9—ii operators at the Santa Barbara emergency dispatch center 69
percent no cuts in funding)

overall, the survey results show that the City of Santa sarbara has the feasibility
to pass a uur ballot measure. However, because uuT ballot measures are mare complex
than traditional finance measures, such as a sales tax or bond, it is crucial to
educate voters as to why the city is askin voters to pass this measure, voters
need to understand the implications of losing the revenue currently provided by the
UUT, and bow it would affect the quality and availability of essential City services
and programs. Additional 11 revenue
raised by the measure wil the tax
rate cannot be increased
requirements will ensure

FHM&A Survey Methodology
Associates FMM&A) conduct
likely to vote in the Nov
the full sample is +/- 4.
sample will be higher.

city of Santa Barbara
Page

Summary of Survey Results

2425 colorado
Santa Monica,
Phone: 3
Fax:

Avenue. Suite 180 1999
CA 90404 oakland, CA

10) 828—1183 phone: 510)
3i0) 453—6562 Fax: 510)

Harri son
94612

451—9521
451-0384

Street Suite 1290

Fai rbank,
Masl in,
Maullin &
Associates

Fairbank, Maslin. Maullin & Associates

opinion Research & Public Policy Analysis

ly, it s important that voters understand that a
,be used to fund city of Santa arbara services,

without voter approval, and that fiscal oversight
that tax dollars are spent effi ciently and as promised

From June 8—11, 2008 Farbank, Maslin, r4aullin &
ed a poll of 500 City of Santa Barbara registered voters
ember 2008 presidential election, The margin of error for
4 percent; the margin of error for subgroups witbn the

3
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utility User Tax Measures
Majority Voter Approval General

November 2006

Purpose)

5

Agency Name Rate Yes% NO%
Portola Valley FrOm 5.5%
city of Foider same 5%

of Eureka same 3% 51.6%

November 2007

city of compton From 10% to 8.5% 89.8% 10.2% Town of
to 4.5% 86.3% 13.8% city of oaly city same 5% 71.4% 28.6%
65.9% 34.1% city of San Marino Same 5% 58.3% 41.7% city
48 .4%

Agency Name Rate Ves% NO% city
Los Altos 3.5% to 3.2% 84.3% 15
of Hermosa Reach 6% to 5.5% 72.
city of oilroy 5% to 4.5% 64.1%
city of Buer,aventura 5% to 4.5%

of Emeryville no cban9e 5
.7% city of Redwood city
0% 28.1% city of senicia

35.9% city of Rialto no
63.5% 36.5% city of El

.5%) 86.1% 13.9% city of
5% to 4% 80.6% 19.4% city
4% tO 3.5% 70.7% 29.3%
change 8%) 63.6% 36.4%

Monte 7% to 6.5% 62.8% 37.2%

February 2008
Agency Name Rate Yes% Mo% city of
of Muntlngton park 7% to 6.5% 78.8%
City of Los Angeles 10% to 9% 65.6%
of Pasadena Same 8.3% 58.0% 42.0%

Agency Name Rate Ves%
5% to 4.75% 70.0% 30.
65% 64.9% 35.2% city

utilities new) 24.6% 75.5%

Attachment 4

San Rernardino 7.83% to 7.75% 80.3% 19.7%
21.2% city of Richmond 10% to 9.5% 73.9%
34.4% city of Arcata Same 3% 60.2% 39.8%

Oakland Same 7.5% 79.1% 20.9% city of winters
vina same 6% 65.1% 34.9% county of Alameda Same

Same 6% 55.8% 44.2% city of McFarland 15% all

JUtility user Tax Measures
Majority Voter Approval General Purpose)

June 2008
No% city of

0% city of co
of Torrance

city
26.1%

city
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